INTERNATIONAL FINANCIAL NEWS SURVEY 


Vol. Xill, No. 44 


INTERNATIONAL MONETARY FUND 


November 10, 1961 


Mid-Year Review of the U.S. Budget 


The mid-year review of the U.S. budget for the fiscal 
year 1962 is prefaced by a statement made by President 
Kennedy on October 26, 1961 to his Cabinet and other 
heads of major government agencies. The President 
emphasized that the budget was a reflection of national 
policy and that this year had necessitated the strengthen- 
ing of defenses against threats to world peace, a recov- 
ery from the economic recession, and the laying of 
firmer foundations for long-term growth in national 
welfare and security. 

Accomplishments, the President noted, had been 
“substantial.” In the military field, the $6.4 billion 
increase in appropriations over the previous adminis- 
tration’s budget had provided for a greater production 
of missiles and missile-carrying submarines, increases 
in combat-ready army divisions and bombers, and 
expansion in other fields of military strength. While 
Congressional appropriations for economic and military 
assistance to other countries had fallen short of the 
administration’s requests, major improvements in the 
organization and management of the economic aid 
programs were expected to result from legislation giving 
unified leadership to these programs under the new 
Agency for International Development (AID). On the 
subject of the recession, the President observed that 
“strong action by the Government, coupled with recup- 
erative forces in the private economy, reversed the 
downward trend of jobs and income early in the year 
and brought steady and strong recovery”; the annual 
rate of national output had risen from $501 billion in 
the first quarter of 1961 to $526 billion in the third 
quarter. Direct budgetary costs for antirecession pur- 
poses in fiscal 1962 covering temporary extended unem- 
ployment benefits, aid to dependent children of the 
unemployed, increases in surplus food distribution, and 
the area redevelopment program, would be about 
$600 million more than provided by the previous 
administration’s budget. New legislation had been en- 
acted to carry forward programs to attack blighted and 
slum areas, to help to adjust agricultural productive 
capacity to domestic and foreign requirements, and to 
encourage scientific research (including medical 
research) and education. 

The estimated budget deficit of $6.9 billion for 
fiscal 1962, reflecting the 1960-61 recession, is expected 
to be much smaller than the fiscal 1959 deficit of 
$12.4 billion (which reflected the 1958-59 recession), 
despite the far greater increases in defense and space 
expenditures in the current year. The increase in domes- 
tic civilian expenditures is less than three fifths of the 


increase that occurred during the 1958-59 recession. 

“There is no evidence,” the President said in his 
budget statement, “that the currently estimated deficit 
presents serious risk to the domestic price level or the 
U.S. balance of payments. Moreover, considering the 
economic effect of the budget on a month-by-month 
basis, as contrasted to the annual totals, the current 
impact of Government operations is expected to change 
early in calendar 1962 from a net stimulative to a net 
restraining influence on the economy.” 

In view of the prospective gains in the economy, the 
President intends to propose a balanced budget for 
fiscal 1963 “barring extraordinary and unforeseen 
defense requirements.” Revenues are expected to in- 
crease substantially under existing tax laws. However, 
expenditures for national security will rise also, necessi- 
tating a deferment or limitation of many programs 
which in more normal times would be desirable. 

The Bureau of the Budget points out that the esti- 
mated receipts of $82.1 billion for fiscal 1962 will come 
largely from taxes on earnings in the calendar year 1961, 
and will thus be adversely affected by the economic 
recession. If unemployment had been 4 per cent of the 
labor force (instead of about 5% per cent), budget 
receipts would amount to about $91 billion and, with 
currently estimated budget expenditures of $89 billion, 
there would be a fiscal 1962 budget surplus of $2 billion, 
instead of the presently estimated deficit. 

As noted in the President’s statement, the fiscal 1962 
budget is expected to exercise a counterinflationary influ- 
ence on the economy toward the end of the fiscal year. 
This is evident from examination of the budget on a 
national accounts basis—a measure more closely reflect- 
ing the economic impact of federal receipts and pur- 
chases. In contrast to a deficit of $6.9 billion in the 
regular budget, receipts and expenditures on a national 
accounts basis are expected to be approximately in 
balance, netting out to a deficit of $0.2 billion. This 
difference largely reflects the fact that, in the national 
accounts, taxes are recorded on an accrual basis (instead 
of on a collections basis as in the regular budget 
accounts); they therefore reflect more promptly the 
rising incomes being generated by the current economic 
recovery. On a seasonally adjusted basis, the national 
income accounts show a federal deficit during the latter 
part of calendar 1961, but this deficit is expected to 
become a surplus by the beginning of the calendar 
year 1962. 

Source: Bureau of the Budget, The 1962 Budget Re- 
view, Washington, D.C., October 29, 1961. 
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IBRD Loan to Peru 


The World Bank on November 3 made a loan 
equivalent to $10 million to Peru for the import of 
equipment and materials for the resurfacing of about 
125 miles of paved roads, including parts of the Pan- 
American Highway, and for the replacement by modern 
two-lane bridges of about 30 narrow bridges on the 
same highway, thereby relieving traffic bottlenecks. 
The loan will also assist a study of Peru’s future traffic 
needs, including a survey of the highway network now 
being carried out under the sponsorship of the World 
Bank and the Peruvian Government. 

Four commercial banks are participating in the loan, 
without the World Bank’s guarantee, to the extent of 
$500,000, representing part of the first maturity which 
falls due in February 1965. The participating banks 
are the Bank of Montreal, the New York Agency of the 
Royal Bank of Canada, The First Pennsylvania Banking 
and Trust Company, and the Grace National Bank 
of New York. 

This is the Bank’s thirteenth loan in Peru, bringing 
the total to nearly $92 million. The loan is for a term 
of nine years and bears interest at 534 per cent a year, 
including the 1 per cent commission which is allocated 
to the Bank’s Special Reserve. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
November 3, 1961. 


London Gold Market 


During the last four months the dollar price of gold 
in London has risen by 14 cents an ounce, and since 
the end of August it has fluctuated around the trans- 
atlantic shipping parity, viz., just below $35.20 an 
ounce. The demand for gold from private quarters, 
especially on the European Continent, has staged some 
recovery during the past three months, but this revival 
has clearly not been the main cause of the price increase. 
Of greater importance has been the contraction of gold 
supplies, which had probably been larger during the 
spring and early summer than in any other comparable 
period in recent years. It is thought that, with the 
market price now back to the transatlantic shipping 
parity, central banks will probably, in line with their 
informal understanding of last winter, stay out of the 
open market. 


Source: The Times, London, England, October 24, 
1961. 


Silver in Demand 


Speculative buying pushed the price of silver in 
London on October 18 up to 80d. (93.3 cents at par) 
an ounce, the highest since January 1960. The two 
months’ forward price rose to 80%d. an ounce, a new 
peak since the Suez crisis in November 1956. 


World consumption of silver by the photographic 
and electronic industries, the jewelry trade, and for coin- 
age purposes has, in recent years, been well in excess 
of world production. The shortfall in production has 
been met by offerings of demonetized silver from 
Communist China and other sources of secondary silver, 
as well as by sales from the U.S. Treasury’s free stock, 
which was down to 50.9 million ounces on October 13, 
compared with 123.5 million ounces at the end of 1960. 
The U.S. Government has recently initiated a study of 
the silver situation, and meetings with producers and 
industrial users have been held. This investigation has 
led speculators to assume that the U.S. selling price of 
silver would be increased above the current delivery 
price of 915% cents an ounce. 

The price of silver need not, however, rise even if 
the fifty odd million ounces of U.S. Treasury free stock 
were completely exhausted. This stock represents only 
a fraction of the total amount of silver held by the 
U.S. Treasury—which is well above 3 billion ounces, 
including 2 billion ounces as cover for silver certificates 
—although sales from these reserve stocks would require 
legislation. There is, in fact, no over-all shortage of 
silver in the world. There are huge quantities of the 
metal either underground, hoarded, or embodied in 
coinage. Industrial demand seems to be lower this 
autumn than last year, and current production shows an 
increase over the year. The current supplies are still 
large enough to keep the market in balance. 


The Times, October 20, 1961, and The 
Financial Times, October 23, 1961, London, 
England. 


Sources: 


Europe 


The Basle Agreement 


In its Quarterly Bulletin for September 1961, the 
Bank of England describes the circumstances surround- 
ing, and the arrangements for, the so-called “Basle 
Agreement” (see also this News Survey, Vol. XIII, 
pp. 97 and 195). The revaluation of the deutsche 
mark and the Dutch guilder by some 5 per cent on 
March 6, 1961 set off an unintended and unwelcome 
wave of speculation as to whether the German and 
Dutch moves were in themselves merely interim moves 
and whether they portended a general readjustment in 
exchange parities. As a result some currencies, notably 
the Swiss franc, were heavily bought: London, which 
still retained the bulk of the short-term funds which 
had flowed in during the second half of 1960, bore the 
brunt of the selling. At this stage, sales of sterling were 
as much due to the wish to acquire currencies which 
might be revalued upward as to lack of confidence in 
sterling. 

A week later, at the normal monthly meeting of the 
Bank for International Settlements in Basle, the central 
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bank governors concerned discussed the need for early 
and effective action, without which the whole stability 
of the foreign exchange structure, broadly steady since 
1949, would be undermined. This led to what subse- 
quently came to be known as the “Basle Agreement” or 
the “Basle arrangements.” The first action that the 
governors took was to state formally that the central 
banks represented—those of Belgium, France, the Fed- 
eral Republic of Germany, Italy, the Netuerlands, 
Sweden, Switzerland, and the United Kingdom—were 
satisfied that rumors about further currency adjustments 
had no foundation: as a practical earnest of this belief 
they announced that the central banks would cooperate 
closely in the foreign exchange markets. 

Details of the techniques to be employed were left 
for agreement. In practice they varied widely but their 
purpose was to ensure that, despite such pressures as 
might be generated in the foreign exchange markets, no 
party to the Agreement should be forced by speculative 
movements of funds to deviate from the declared policy. 
While no one could estimate for how long or in what 
volume these movements would continue, it was clear 
to all concerned that what was required was short-term 
banking accommodation, which would be reversed in a 
reasonably short time, either by a reflux of short-term 
funds or, if this reflux did not occur, by recourse to 
some international source of longer-term financial 
accommodation. It was agreed that to reveal at the 
time the amount of assistance given or received might 
well add to the magnitude of the speculative movements 
which the central banks were attempting to contain. 
In practice, the operation achieved its objective, and it 
is perhaps significant for the future as an example of the 
power and size of the resources which can be deployed 
by leading monetary authorities when, as on this occa- 
sion, they are in agreement about the aim to be pursued. 


The pressures on sterling varied from month to month 
between the beginning of March and the end of July: 
the largest amount outstanding at any one time under 
the Basle Agreement, which included help provided by 
institutions other than those mentioned above, was 
approximately £325 million. Most of the assistance 
provided had been repaid by the end of September: 
there was a small repayment in July, £200 million was 
repaid in August after the drawing from the Inter- 
national Monetary Fund, and a further repayment was 
made in September. 


Source: Bank of England, Quarterly Bulletin, London, 
England, September 1961. 


U.K. Bank Credit 

Advances by the London clearing banks fell by 
£69 million from mid-September to mid-October. How- 
ever, when allowance is made for a technical redefi- 
nition of “money at call” and “advances” by certain 


banks, to bring all banks into line, the true fall was 
about £30 million. Thus the decline in advances, which 
began in July and amounted to a total of £240 million 
in August and September, continues, though at a slower 
pace. The fall in recent months can be attributed to 
(1) firm directives sent out by the banks to their 
branches in August; (2) the strengthening of sterling, 
which has increased the supply of credit in London and 
eased the demand in a number of ways; (3) higher 
overdraft rates; and (4) a sharp reduction in the growth 
of inventories. The banks’ liquid assets rose in October, 
when the ratio of these assets to deposits was 35 per 
cent. In addition, the banks’ holdings of investments 
rose by £49 million during the month, the first sub- 
stantial increase since April 1958. 
Sources: The Times, October 27, 1961, and The Econ- 
omist, October 28, 1961, London, England. 


U.K. Investment in the United States 

The U.S. Department of Commerce has estimated the 
current value of direct investment by British industries 
in the United States at $2,248 million, three times its 
value in 1941. The United Kingdom accounts for 
one third of total foreign investment in the United States 
and for over one half of the foreign financial and 
insurance investment. These estimates are based on 
book value and do not therefore fully reflect market 
value. Moreover, the figure of $2,248 million excludes 
between $3,750 million and $4,000 million of dollar 
stocks held by the British Government and by private 
British investors. It also, of course, excludes direct 
investment in Canada of nearly $1,400 million, a figure 
that has doubled in a little more than seven years. 

U.S. direct investment in the United Kingdom is 
estimated at $2,475 million. 
Source: The Times, London, England, October 25, 

1961. 


Icelandic Summer Herring Catch 

The Icelandic summer herring fishery this year was 
the best in 22 years. The quality of the herring caught 
has been good and in consequence Iceland has also 
had its best herring salting season. At the end of 


August 1961, the catch totaled 1,525,000 barrels, 

compared with 791,000 barrels in the same period 

of 1960. Of the catch, about 360,000 barrels had been 

salted. From August 5 until the end of the season, all 

herring caught were used for fishmeal and oil. 

Source: Morgunbladid, Reykjavik, Iceland, August 29, 
1961. 


Credit Policy in Denmark 

The proposals for a tightening of fiscal policy in 
Denmark (see this News Survey, Vol. XIII, p. 335) 
have led to suggestions that monetary policy might be 
eased. The recent decline in the foreign exchange 
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reserves, however, will make it necessary for pressure 
to be applied through both monetary and fiscal policies 
for some time to come. 

At a meeting between representatives of the National 
Bank and of the Danish Bankers Association, the former 
expressed concern about the almost explosive increase 
which has taken place in bank advances. The balance 
sheets of the three large banks show an increase in 
advances of DKr 235 million in September 1961, com- 
pared with one of DKr 104 million in September 1960. 
The 1961 increase has been based to a large extent on 
increased borrowing from the National Bank and from 
abroad. The representatives of the Bankers Association 
expressed satisfaction that the National Bank had 
chosen to talk these matters over rather than to use the 
means of coercion at its disposal, and they promised to 
give their full support to the request for a check in the 
increase in bank advances. It is understood that this 


request has been passed on by the Association to the 
individual banks. 


In a communication addressed to the Danish Savings 
Banks Association, the National Bank has referred to 
the discussions with the Danish Bankers Association 
and warned that any further increase in the volume of 
bank credit would stimulate demand and thus intensify 
the pressure on incomes and prices. While recognizing 
that, by virtue of their structure, the savings banks were 
less able than the commercial banks to increase the 
volume of their advances by borrowing from the 
National Bank c= £:om foreign centers, the National 
Bank felt that it must nevertheless ask the savings banks 
to refrain from using any increase in their deposits as a 
basis for further lending. In its reply, the Savings Banks 
Association indicated that it was requesting the savings 
banks not to expand their advances and to exercise 


particular discretion in the case of applications for loans 
for consumption. 


Sources: Bgérsen, Copenhagen, Denmark, October 9, 
15, 17, and 19, 1961. 


Economic Situation in Germany 


In its latest monthly report on the economic situation, 
the German Federal Ministry of Economics expresses 
the view that the slackening in the growth of industrial 
production in the Federal Republic should not give rise 
to undue pessimism. Numerous elements of strength are 
still discernible in the over-all economic picture, 
although a certain caution in evaluating the prospects 
is indicated, in view of the slackening in the flow of 
new orders in industry (see also this News Survey, 
Vol. XIII, pp. 336-37). 


In September, industrial output was only 1 per cent 
higher than in the same month of 1960; in the third 
quarter it was about 3.5 per cent above the correspond- 
ing 1960 average. Special factors may have accounted 


in part for this slow and belated autumn revival in 
economic activity. Retail sales, on the other hand, are 
substantially higher than a year ago, and this is begin- 
ning to be reflected in larger orders on a number of 
consumer goods industries, though a relatively large 
proportion of final demand tends to be satisfied by 
imports. 

The number of employed persons reached nearly 
21 million in September, over one-half million more 
than a year ago. The number of vacancies reported 
(573,000) was six times that of unemployed persons 
(95,000). It is therefore not surprising that the steep 
upward movement of wages should continue unabated. 
Industrial prices have tended upward again after sev- 
eral months of near stability, but stronger competition, 
especially from abroad, appears to be dampening the 
pressure for a general and more marked price move- 
ment resulting from the rise in unit labor costs and the 
consequent reduction in profit margins. The cost of 
living index in September showed a further small 
decrease, owing to seasonally lower food prices; prices 
of other consumer goods and services advanced slightly. 


Source: Der Bundesminister fiir Wirtschaft, Die Wirt- 
schaftliche Lage in der Bundesrepublik Deutsch- 
land im September 1961, 
October 21, 1961. 


Bonn, Germany, 


Austrian Government Loan 


The Austrian Government’s Flood Damage Loan, 
1961, of S 300 million at 7 per cent, was offered for 
subscription between October 23 and October 31, at 99. 
Redemption will be effected from 1967 onward by 
drawings or purchases in the market to the amount of 
S 60 million annually. The average redemption yield 
is nominally 7.2 per cent, but is considerably higher if 
tax concessions to subscribers are taken into account; 
for wage earners paying wage taxes it may be as much 
as 10.9 per cent. 


Source: Neue Ziircher Zeitung, Ziitich, Switzerland, 
October 25, 1961. 


Further Liberalization of Foreign Investment in Spain 


Purchases by nonresidents of shares issued by Spanish 
holding companies, up to a maximum of 50 per cent of 
their capital, were authorized on October 22, 1961 by 
the Spanish Government. The new regulation is a 
supplement to the Decree Law of July 28, 1959, which 
relaxed the then existing restrictions on foreign capital 
(see this News Survey, Vol. XII, p. 240). Until now 
investments by nonresidents have been allowed only 
for shares of companies directly engaged in the creation, 
modernization, or expansion of productive capacity. 
The inclusion of shares of holding companies is expected 
to affect the Spanish stock market; it will be particularly 
helpful if new holding companies are established as a 
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result of the announced revision of Spanish banking 


legislation, which might compel banks to dispose of 
their stock holdings. 


A Spanish firm was recently authorized to borrow 
up to Sw F 20 million on the Swiss market. In order 
to encourage foreign lending in Spain, the tax on 
interest has been reduced by as much as 95 per cent on 
loans granted by international organizations and foreign 
banks. This tax reduction will be retroactive. Tax bene- 
fits may also be granted in respect of the security 
negotiation tax and stamp tax. 


Source: Spanish Economic News Service, 


Spain, October 24, 1961. 


Madrid, 


Common Market for the Escudo Area 


In September the Portuguese Minister of State, 
Dr. José Goncalo Correia de Oliveira, announced the 
basic principles for the future common market for the 
escudo area. The relevant draft decree has now become 
available. It requires the abolition within ten years 
from January 1, 1962 of all restrictions on or barriers 
to the free circulation, within those territories of the 
Portuguese escudo area which have autonomous cus- 
toms systems, of all nationally produced goods (i.e., 
either produced entirely in the escudo area, or including 
imports in a proportion not larger than 40 per cent). 
Its chief objective is the progressive integration of the 
economies of the escudo area, so as to promote economic 
growth and higher living standards through the estab- 
lishment of equitable competitive conditions for all 
such goods. At the same time, the Government will 
adopt a program of economic development designed to 
promote the adjustments in the productive structures 
of each territory that will be required by the establish- 
ment of the common market. 


The draft decree gives the liberalization schedule for 
customs duties and other levies on intra-area trade. 
Imports of the mainland from overseas provinces will 
be exempt from customs duties, beginning in January 
1962, for all those commodities of which less than 
Esc 50,000 were imported in 1960. From January 1, 
1963, at least 50 per cent of 1960 imports from over- 
seas provinces will be liberalized, and full liberalization 
will be achieved by January 1, 1964. A slower liberal- 
ization schedule is provided for the imports of the 
overseas provinces from the rest of the escudo area. 
About 29 per cent will be liberalized by January 1, 1964 
and 40 per cent by January 1967. Quantitative restric- 
tions will be progressively eliminated. Before the end 
of 1961, the Government will publish a list of products 
which may still be restricted and no additions to this list 
will be permitted except in special cases. The remaining 
restrictions must be removed at the earliest possible 
moment, and in no case later than December 31, 1969. 


The draft decree also includes detailed provisions 
designed to prevent trade discrimination through fiscal 
policies, administrative decisions, or monopolistic prac- 
tices. The transportation system is to be adapted to the 
needs of greater trade and competition within the area. 

Special provisions concern the settlement of the intra- 
regional accounts. Exporters in the overseas provinces 
are to surrender their exchange to “exchange accounts,” 
which will supply all the exchange needed and which 
will transfer to the Bank of Portugal (the central bank 
of the escudo area) any surpluses over and above 
normal cash holdings. The balances of each province 
will be used for the settlement of intraregional balances, 
through a multilateral clearing. At the same time a 
“monetary fund for the escudo area” will be created for 
the settlement of any possible temporary disequilibrium 
that may occur. The new payments regime was to enter 
into force on October 1, 1961. 

Source: Banco de Angola, Boletim Trimestral, Lisbon, 
Portugal, July-September 1961. 


Cyprus Import Liberalization 


With effect from January 1, 1962, Cyprus will lift 
restrictions on imports of a wide range of commodities, 
including leather, glass and glassware, pottery, jewelry, 
power-generating and electrical machinery, road ve- 
hicles, musical instruments, phonographs and records, 
certain rubber manufactures, refrigerators, and office 
equipment. The commodity groups to be liberalized 
accounted, in 1960, for 16 per cent of total imports 
($110 million). 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., October 23, 1961. 


Middle East and Africa 
Economic and Social Policies of Syrian Arab Republic 


The Revolutionary Command and the Government 
of the Syrian Arab Republic (S.A.R.) have recently 
declared that the regime will adopt a system of demo- 
cratic socialism based on the economic and social con- 
ditions of the country and respecting its spiritual values 
as well as accepting the bases of Arab nationalism. 

The policy tenets and goals include the following 
basic points: to increase the national income, to improve 
the standard of living of the working class, to respect 
and protect property, and to develop individual 
initiative. Economic policy will be liberal, aimed at 
expanding the national economy, limiting controls and 
intervention, and removing obstacles that could hamper 
this expansion. It will also seek to reinforce economic 
relations with the Arab countries, and to collaborate 
and provide favorable conditions for Arab and foreign 
investment in the S.A.R. Pending the realization of 
an inter-Arab economic union, the Government will 
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proceed immediately to establish commercial relations 
with the other Arab countries and to facilitate the 
movement of Arab capital with a view to establishing, 
as soon as possible, an Arab common market. Syrian 
and other Arab emigrants will be encouraged to invest 
their capital in productive projects in the S.A.R., and 
foreign capital will be welcomed, provided that no 
political conditions are attached. 

An economic development plan will include public 
works projects for irrigation, petroleum prospecting, 
utilities, and all other fields where needed projects can- 
not be carried out by the private sector, as well as 
projects necessary for national defense. The fiscal legis- 
lation will be revised so as to allow the financing of the 
economic development plan on the basis of socialist 
principles. The State will intervene indirectly to orient 
monetary and banking policies, to consolidate the cur- 
rency position, and to assure equilibrium in the trade 
balance. 

The State will assure social justice, provide employ- 
ment opportunities, and protect workers against arbi- 
trary measures by employers. Workers will be associated 
with the management of companies in order to provide 
for collaboration between employers and employees and 
to assure the latter of their share in profits. The Gov- 
ernment will also provide equal opportunities in edu- 
cation and will encourage the cooperative movement. 

The principles of land reform will be maintained and 
its realization on practical and equitable bases will be 
promoted. The State will distribute the land to farmers 
and agricultural workers and assure its cultivation by 
them; land ownership will be limited in conformity with 
these conditions. The State will protect owners affected 
by the land reform and equitably compensate them, over 
a reasonable period, for the expropriated land. The 
deviationism accompanying the application of the Land 
Reform Law in the past will be corrected, but all the 
rights of farmers who benefited from this law will be 
respected. 

Finally the declaration states that, during the current 
transitional period, the Government will proceed to 
restudy the legislation and measures adopted by the 
previous regime in the economic and monetary fields 
with a view to revising them. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
October 21, 1961. 


Foreign Trade of Rhodesia and Nyasaland 


In the first seven months of 1961 the Federation of 
Rhodesia and Nyasaland had a favorable trade balance 
of £30 million, a decline of £5 million from the record 
balance in the corresponding period of 1960. A decrease 
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of £9 million in the value of refined copper exports was 
only partly offset by an increase of £5 million in 
tobacco exports. 


Thirty-four per cent of the Federation’s imports came 
from the United Kingdom, which has maintained its 
place as the most important supplier to the Federation. 
South Africa has lost ground, because of the increasing 
ability of the Federation’s industry to supply those items 
previously bought from South Africa and because of 
the effects of the new trade agreement between the two 
countries signed in mid-1960 (see this News Survey, 
Vol. XII, p. 420). 


Source: The Financial Times, London, England, Octo- 
ber 24, 1961. 


Far East and Australasia 


Indian Credit Control Relaxed 


The Reserve Bank of India has withdrawn the limi- 
tation on “clean” advances (i.e., loans without security ) 
by scheduled banks, with effect from October 23, 1961. 
The limitation, which had been in effect since March 12, 
1960, stipulated that the proportion of such advances 
to the total advances of each bank in any month should 
not exceed the proportion of “clean” advances to total 
advances in the corresponding month of 1959. 
Source: The Economic Times, Bombay, India, Octo- 

ber 25, 1961. 


Indian Sugar Policy 


With a view to restoring a better balance between 
sugar production and consumption, the Government 
of India decided on September 27 to lift immediately 
the controls on the interstate movement, distribution, 
and prices of sugar. Thus, the system of allotment of 
sugar to specified dealers has been discontinued, and 
the factories are now authorized to sell sugar freely 
to all dealers. 


Approximately 3 million tons of sugar were pro- 
duced in 1960-61, compared with 2.4 million tons in 
1959-60 and 1.9 million tons in 1958-59. In con- 
trast to a normal carry-over of about 500,000 tons, 
the carry-over at the beginning of the 1961-62 crop 
season (November 1) is expected to be as large as 
1.2 million tons. Accordingly, the Government pro- 
poses to restrict production in 1961-62 by imposing 
a 10 per cent cut in the output of each factory, with 
the exception of new factories. The rebate in excise 
duty in respect of excess sugar production has been 
withdrawn, and a penal excise duty is now imposed 
on excess output. The Indian authorities wish to reduce 
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sugar output to 2.5 million tons in 1961-62, to in- 
crease domestic consumption, which has remained at 
about 2.1 million tons per annum for some time, and 
to imcrease sugar exports. In this connection, the 
United States has been requested to raise the ad hoc 
import quota for Indian sugar of 225,000 tons. 


Sources: The Hindu, Madras, India, September 28, 
1961; The Economic Times, September 28, 
1961, and The Financial Express, Octo- 
ber 10, 1961, Bombay, India. 


Exports of Rice from Burma 


Intergovernment sales of Burmese rice and rice 
products from the 1960-61 crop totaled 1,582,300 
tons, while sales to private trade amounted to 120,038 
tons. Practically all the 1960-61 rice crop has now 
been sold. Rice prices were steady throughout, but 
prices of broken rice have increased. For the fiscal 
year 1960-61 (October-September), the target for 
total shipments of rice and rice products had been set 
at 1,700,000 tons. Up to the end of August, 1,413,738 
tons had been shipped. Heavy rains during the past 
two months have disrupted rail and road communi- 
cations. Considerable damage has also been caused to 
paddy fields and it is feared that the 1961-62 rice crop 
will be greatly reduced. 


Under the Second Four-Year Plan the exportable 
surplus of rice was estimated to increase to 2,800,000 
tons by 1964. As an incentive to cultivators, the State 
Agricultural Marketing Board has undertaken to pur- 
chase paddy of all qualities at prices K 15 ($3.15) per 
100 baskets (of 46 pounds each) above previous levels. 
The minimum price upcountry for standard quality 
paddy is currently K 300 per 100 baskets. 


Source: The National and Grindlays Review, London, 
England, October 1961. 


Japan's Foreign Trade, April-September 1961 


Japan’s exports (f.o.b.) in the first half (April- 
September) of the fiscal year 1961 totaled $2,097 mil- 
lion, and imports (c.i.f.), $2,965 million, leaving a 
trade deficit of $868 million, which is the largest so 
far, except for the $911 million deficit for the same 
period of the fiscal year 1957. However, the deficit 
for July-September, $423 million, was slightly smaller 
than that for April-June, $445 million. 


Exports were higher than those of a year earlier by 
5.9 per cent in April-June and by 3.1 per cent in 
July-September, showing a persistent slackening since 
the peak increase of 25.6 per cent in the latter half 
of the fiscal year 1959. This slower growth in exports 


was due mainly to a 7.3 per cent fall in the export 
of textiles (which comprised 26.9 per cent of total 
exports in this period) and a 4.8 per cent fall in exports 
of minerals and mineral products. Exports of machinery 
increased by 20.6 per cent and made the largest con- 
tribution to the increase in total exports. 


Imports in the first half of the fiscal year 1961 were 
32.2 per cent higher than in the same period of 1960. 
The main items which increased were mineral ores 
and scrap (by 43.9 per cent), textile materials (by 
31.4 per cent), and machinery (by 60.8 per cent). 


The trade balance with the United States worsened 
in April-July; Japan’s exports to the United States 
were $343 million (a decrease of $33 million compared 
with the same period of 1960), and imports from the 
United States were $721 million (an increase of $206 
million ). 


Source: Nihon Keizai Shimbun, Tokyo, Japan, Octo- 
ber 10, 1961. 


Australian Taxation Committee Recommendations 


The Australian Commonwealth Committee on Tax- 
ation, which was appointed by the Australian Govern- 
ment in December 1959 to inquire into taxation 
anomalies and the operation of the taxation laws, has 
recommended the following measures: (1) closing loop- 
holes through which tax totaling more than £A 14 mil- 
lion a year is being evaded by the use of superannuation 
funds, family partnerships, trusts, alienation of income, 
and leases; (2) countering the use of private com- 
panies to avoid taxation; (3) liberalizing items deduct- 
ible by companies and individuals for taxation pur- 
poses. The Committee stated that the full implemen- 
tation of its recommendations would mean a net loss 
of £A 187,000 in tax revenue. 


The Australian Treasurer has announced that the 
Government has accepted, in principle, the first rec- 
ominendation, and that legislation would be introduced 
to operate retroactively to the date of his announce- 
ment. The other two recommendations would be con- 
sidered at a later date. 


Source: The Sydney Morning Herald, Sydney, Austra- 
lia, August 18, 1961. 


New Zealand Monefary and Economic Council Recommendations 


The first report of the advisory Monetary and Eco- 
nomic Council, established in New Zealand in April 
1961 (see this News Survey, Vol. XIII, p. 175), refers 
to the past 18 months as a period of great prosperity 
for the country. “Production,” the report says, “has 
increased substantially, while consumption of goods 
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and services has risen much more rapidly than pro- 
duction. This prosperity, however, is not soundly 
based. It has been made possible by an inflow of 
imports on a scale that cannot be sustained. Paying 
for these imports has already reduced overseas re- 
serves to a quite inadequate level and made necessary 
substantial borrowing overseas. It is imperative that 
steps be taken now to reduce imports significantly in 
order to bring them into closer balance with overseas 
earnings.” 


The measures recommended by the Council include 
the prompt introduction of a supplementary budget to 
increase taxation by £NZ 15 million a year or to 
decrease government expenditure so as to reduce con- 
sumer expenditure by a similar amount; any increase 
in tax revenue should be effected partly through a 
“development tax” on personal and company income 
and partly through indirect taxation. 


The Council further recommends maintaining pres- 
sure on trading bank advances (see this News Survey, 
Vol. XIII, p. 332), and suggests setting a target of 
£NZ 200 million for advances at December 1961 
(advances amounted to £NZ 226 million on Octo- 
ber 11, £NZ 38 million more than a year earlier); some 
rise in overdraft interest rates, with corresponding in- 
creases in time deposit rates, should be permitted. 


The Council also emphasizes that no further import 
licenses should be issued under the 1961 licensing 
schedule and that the supplementary schedule for the 
first half of 1962 should be strictly adhered to; for 
1962 and 1963, import payments should not exceed 
£NZ 235 million in each year unless adequate funds 
are available for additional licensing. 


To help to finance the exchange transactions deficit 
in 1961, the Council recommends requesting a draw- 
ing of £NZ 22.4 million ($62.5 million) from the 
International Monetary Fund; £NZ 15 million should 
be applied for in long-term loans from the International 
Bank for Reconstruction and Development in 1962. 


Commenting on the report, the Prime Minister of 
New Zealand, the Rt. Hon. K. J. Holyoake, said that 
the Government did not favor shock measures, such as 
There was, 
however, no basic disagreement between the Council 
and the Government on the current economic situation 
and, he added, “there is also substantial agreement on 
the corrective measures, although we differ as to the 
nature and extent of some of these measures.” 


the abrupt imposition of higher taxes. 


Source: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New Zealand, 
October 20, 1961. 


Western Hemisphere 


LAFTA Negotiations Begun 


Member countries of the Latin American Free Trade 
Association (LAFTA), meeting at Montevideo on 
October 9, began negotiations on tariff reductions. 
Lists of the products on which members were pre- 
pared to grant concessions to other members had been 
exchanged earlier. 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, Octo- 
ber 21, 1961. 
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